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THE TAXATION OF PERSONAL PROPERTY IN 
PENNSYLVANIA. 

The sweeping statement was recently made by the State 
Superintendent of Public Instruction for Pennsylvania, 
Hon. N. C. Schaeffer, that "very few persons, even in Penn- 
sylvania, know how the State gets its revenue." * If this 
remark is justified with reference to a knowledge of the 
general outlines of Pennsylvania's revenue system, it ap- 
plies with even greater force to the knowledge of particular 
features of that system and of their practical working. 
The purpose of this paper is to present the facts bearing 
on the operation of what is perhaps the least widely known 
phase of the Pennsylvania system, — the taxation of per- 
sonal property. 

In Pennsylvania there are many points of contact be- 
tween State and local tax administration and expenditure; 
but as regards the immediate sources of State and local 
revenue, respectively, there is complete separation. Mu- 
nicipality, county, township, and school district derive 
their revenue principally from the taxation of real estate 
located within their respective limits, and in a minor way 
from fees of various descriptions and from the taxation 
of a few species of personalty. The State draws no rev- 
enue from the taxation of real estate. Its income is drawn 
from the following briefly enumerated sources: the tax 
on the capital stock of corporations (excepting banks, 
savings institutions, and foreign insurance companies, 
which are otherwise taxed, and manufacturing companies, 
which are exempted from taxation on capital directly in- 
vested in their business) ; the taxes on corporate, munici- 

1 Report of Committee of National Educational Association as Related to Public 
Education, July, 1905, p. 70. 
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pal, and individual loans, and on horses, mules, and cattle; 
the taxes on the gross receipts of transportation, transmis- 
sion, and electric light companies, and on the premiums 
of insurance companies; the tax on bank stock; the col- 
lateral inheritance tax; and a variety of license and other 
minor fees. From the standpoint of yield and of simplicity 
and effectiveness of administration, the most important 
single item in this list is the tax on the capital stock of 
corporations. In a very significant sense this is a tax on 
the investments of individuals to which the principle of 
stoppage at the source has been applied, and as such it 
might very properly be regarded as a tax on personal prop- 
erty. But in the administration of the tax, and in the 
clearly expressed view of the courts, 1 a sharp distinction 
has been drawn between the capital stock of a corporation 
and its shares of stock. The accepted legal view is that 
capital stock represents the entire property, assets, earning 
capacity, and franchises of a company, whereas shares of 
stock merely show what interest each individual share- 
holder has in such property and franchises. For these 
reasons, as well as with a view to reasonably limiting the 
discussion, we shall subsequently give this tax only inci- 
dental consideration. 

The tax on the loans of counties, municipalities, and 
private corporations, like the tax on capital stock, is a 
subject of special provision in the tax laws, independently 
of the provision that is made for the taxation of person- 
alty; but, unlike the tax on capital stock, this tax on 
loans, both in the accepted administrative usage and in 
the opinion of the Supreme Court of the State, is treated 
as identical in character with the State tax on personalty. 2 
The genesis of the special provision for the taxation of 
loans confirms this view of identity. County and munic- 

1 Commonwealth v. Standard Oil Company, 101 Pa. 148, and other cases. 

2 Commonwealth v. Lehigh Valley R.R. Co., 129 Pa. 445. 
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ipal loans were first separated from the other classes of 
property subject to the State tax on personal property 
in 1844; and the loans of private corporations were simi- 
larly separated in 1864. Inasmuch as such loans are sup- 
posed to be matters of record, the change was made with 
a view to requiring the treasurers of corporations, coun- 
ties, and municipalities concerned, to collect the personal 
property taxes by deducting them from interest payments 
rather than to depend upon the making of returns to local 
assessors by the holders of obligations. 

For these reasons we shall briefly include the tax on 
loans in our treatment of the personal property tax. 



The Law. 

The Tax on Corporate Loans. 

The law requires that annual reports be made to the 
Auditor-General of the State by the treasurers of private 
corporations 1 and of counties and municipalities, 2 showing 
the amounts of all loans, in the form of mortgages, bonds, 
or otherwise, held by any persons or corporations resident 
or liable to taxation in the State. All obligations so re- 
ported are subject to a tax of four mills on the dollar of 
the nominal value thereof. The treasurers of the public 
or private corporations issuing obligations are constituted 
agents for the collection of the tax, which under the law is 
deducted from the interest due to holders, who in turn 
are thereby exempted from direct taxation on such obli- 
gations. School district and township bonds are not taxed 
under these provisions, but are locally assessed and taxed 
in the hands of holders under the provisions of the State 
personalty tax, described below. In remitting the pro- 

1 Acts of June 30, 1895, P. L., p. 193, and June 8, 1891, P. L., p. 229. 

2 Acts of June 1, 1889, P. L., p. 420, and June 8, 1891, P. L., pp. 229-243. 
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ceeds of the tax on resident loans to the State Treasurer, 
the treasurers of corporations are expected to deduct a 
commission for collection, as follows: 5 per cent, on the 
first $1,000 collected, 1 per cent, on the second $1,000, and 
\ of 1 per cent, on all in excess of $2,000. It should be 
noted that the law, so far as phraseology goes, applies to 
foreign corporations doing business in the State quite as 
fully as to corporations of domestic origin, and that the 
validity of this provision was early upheld by the courts 
of the State. 1 The Supreme Court of the United States, 
however, in the case of New York, Lake Erie & Western 
Railroad Company v. Commonwealth (153 U. S. 628), held 
that the State could not " constitutionally impose upon the 
New York, Lake Erie & Western Railroad Company 
the duty, when paying in the city of New York the interest 
due upon scrip, bonds, or certificates of indebtedness of 
that company held by residents of that State, of deducting 
from the interest so paid the amount assessed upon bonds 
and moneyed capital in the hands of such residents." Since 
almost all of the foreign corporations issuing bonds, scrip, 
etc., are railroad companies or corporations of a similar 
nature, which pay the interest on their obligations by 
checks drawn on New York or on other places outside of 
the State, the effect of this decision has been that of rele- 
gating the taxation of such obligations to the administra- 
tive provisions of the State tax on personal property. 
Obligations of domestic corporations held by residents of 
other States are not taxable in Pennsylvania. 2 

1 See Commonwealth v. Del. & Hudson Canal Co., 150 Pa. 245, and other cases. 

2 For fuller discussion see p. 62 et seq. 
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The State Tax on Personal Property. 

Under the law on this subject 1 the board of revision of 
taxes in cities coextensive with counties, and the commis- 
sioners of others counties, are required annually to furnish 
the assessors of the various local subdivisions (townships, 
wards, etc.) with blanks which are supplied for the pur- 
pose by the Auditor-General of the State. It thereupon 
becomes the duty of every such assessor to furnish a copy 
of this blank to every taxable person, corporation, associa- 
tion, or partnership in his district. Upon these blanks all 
taxable persons are required to make sworn returns of all 
personalty taxable under the law. The making of a false 
return is attended with a maximum penalty of $500 fine, 
imprisonment at labor for seven years, and perpetual dis- 
qualification from being a witness in any controversy. 
Upon the refusal or failure of any taxable person to make 
proper returns within ten days after notification to do so, 
it becomes the duty of the assessor to make a return for 
such taxable person. In this work such assessor is re- 
quired to examine the records and lists of judgments and 
mortgages returned under the law by various county 
officers of record to the county commissioners' office, 2 as 
well as to make use of all other possible sources of infor- 
mation. The return so made is subject to revision at the 
hands of the county commissioners, who are empowered 
to call for the books and records of taxable persons and 
to compel testimony under oath. To the return so revised 
50 per cent, is added to reach the basis for taxation. It 
is further provided that, if any taxable person shall present 

'Act of June 1, 1889, P. L., p. 420, amended by Act of June 8, 1891, P. L., 
p. 229. 

2 Hereafter, when the county commissioners are referred to, it is to be assumed 
that reference is likewise made to the board of revision of taxes, which has charge 
of tax matters in "cities coextensive with counties." 
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reasons satisfactory to the county commissioners, excus- 
ing a failure to make a return to the assessor, and shall 
then make a return, this may be substituted for the re- 
vised estimate of the county commissioners. 

As indicated above, it is the duty of every recorder of 
deeds and mortgages in each county to keep a daily record 
of all mortgages or articles of agreement entered for re- 
cording in his office, including dates, names of parties, 
sums of money secured, etc., and the duty of every pro- 
thonotary to keep a similar record of every single bill, 
bond, judgment, or other instrument securing a debt. 
This daily record is to be filed on the first Monday of every 
month with the county commissioners. It thereupon be- 
comes the duty of every county commissioner in the State 
to prepare a certified statement of the existence within 
his county of obligations owned by persons resident in 
other counties of the State, and to transmit such statement 
to the commissioners of counties in which the holders of 
such obligations reside. It is further the duty of county 
commissioners to prepare records showing the obligations, 
and names of parties thereto, in each township or ward 
of the county, and to deliver the same in each instance to 
the proper assessors. Such assessors in turn are required 
to make use of these records in the work of receiving and 
preparing returns for the county commissioners. The 
county commissioners are required to raise the property 
valuations of any persons whose returns of taxable prop- 
erty are less than that revealed by the records on file. 
All valuations are subject to appeal for revision to the 
county commissioners. Wilful failure on the part of any 
county official to carry out the duties imposed by law is 
ground for fine and imprisonment. 

The following classes of property are subject to an 
annual tax at the rate of four mills on the dollar : — 

All mortgages; all moneys owing by solvent debtors, 
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whether by promissory note or penal or single bill, bond, 
or judgment; all articles of agreement and accounts bear- 
ing interest; all public loans whatsoever, except those 
issued by the State of Pennsylvania or by the United 
States; all loans issued by or shares of stock in any bank, 1 
corporation, association, company, or limited partnership 
created under the laws of the State of Pennsylvania or of 
any other State or government, including car trust securi- 
ties and loans secured by bonds or any other evidence of 
indebtedness, except shares of stock in any corporation 
or limited partnership liable to the tax on capital stock 
or expressly relieved from the payment thereof; all moneys 
loaned or invested in other States, Territories, or foreign 
countries; all other moneyed capital 2 in the hands of in- 
dividual citizens of the State. Exception is made of 
bank notes, or notes negotiated by any bank or bank- 
ing institution, savings institution, or trust company, 
and the act does not apply to building and loan 
associations. 

All vehicles used for transporting passengers for hire, 
except steam and street railway cars, and all annuities 
yielding annually over $200, are also taxable at the four 
mill rate. 

It may be helpful in this connection to bring out by way 
of contrast with classes of property subject to the personal 
property tax such personal property as is exempted from 
taxation for special reasons or such as is exempted because 
substantially taxed in some indirect way. Such is the 
following: — 

1 By the term "bank" is meant an incorporated institution. See Common- 
wealth v. County of McKean, 200 Pa. 383. 

2 In the operation of the law, the phrase "all other moneyed capital" does not 
bring about the taxation of any property. It was inserted at the suggestion of the 
late Mr. Shapley, of the Philadelphia bar, "in order to give a seeming compliance 
with the acts of Congress . . . which provide that shares in national banks shall not 
be taxed at a greater rate than 'other moneyed capital in the hands of individual 
citizens of such State.'" Eastman, Taxation for State Purposes in Pennsylvania, 
p. 154. 
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Accounts not bearing interest; bank notes; bank shares; 1 
the dower of widows; notes discounted by banking insti- 
tutions ; 2 shares of stock in corporations paying a tax on 
their capital stock 3 or exempt from the same, — i.e., manu- 
facturing companies 4 and building and loan associations; 5 
all personal property held in their own right by national 
banks, 2 by banks collecting and paying the tax on their 
shares under the Act of 1897, 1 by building and loan asso- 
ciations in the case of mortgages given by members of the 
same, 5 by residents of other States (except when personal 
property is held for them by resident trustees), 6 by insti- 
tutions of public charity or in trust for the same; 7 all 
obligations of public or private corporations, the taxes on 
which are paid by corporation officials out of the interest 
on the same; 8 and all other property not specifically 
mentioned in the Act of 1891. 

1 Shares of stock of national banks cannot be taxed in the hands of holders. 
Boyer v. Boyer, 113 U. S. 689. State banks and savings institutions pay a direct 
tax of four mills on the actual value of their shares of stock, or of ten mills on the 
par value, as they may elect. (Act of July 15, 1897, P. L., p. 292.) There is noth- 
ing in this act specifically exempting from taxation shares in the hands of holders. 
Exemption, however, is the practice. 

2 On the ground that banks are otherwise taxed on their capital. 

3 Shares of stock in a domestic corporation are exempted on the ground that 
the corporate capital is already taxed. This rule extends even to cases where, 
altho only a small part of the capital of a domestic corporation is invested in 
Pennsylvania, the shares are all held by residents of the State, on the ground that 
the tax on capital stock is a tax on corporate property, and not on individual shares. 
In the case of foreign corporations, the opposite rule applies. (See McKean v. 
County of Northampton, 13 Wright, 519.) 

4 Manufacturing corporations are exempted from taxation on their capital 
stock as well, in so far as the same is directly in the business of manufacturing in 
the State. 

5 Building and loan associations are directly taxed on all fully paid, prepaid, 
partially, or fully matured stock. 

6 Bonds and mortgages held in trust for a non-resident by a resident trustee 
are taxable in Pennsylvania. Guthrie v. P. C. C. & St. L. R.R. Co., 158 Pa. 433. 

7 General Assembly v. Gratz, 139 Pa. 497. 

8 As already indicated, corporate obligations are not taxable in the hands of 
holders in cases where the tax is paid directly by the treasurers of corporations. 
Of course, where no interest is paid, no tax can be collected in this manner, whereas 
in cases of similar obligations issued by individuals the tax is collectible whether 
obligations bear interest or not. (Perry County v. Troutman, 144 Pa. 361.) An 
attempt has been made to equalize these matters by inserting upon the return 
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The personal property taxes thus assessed are collected 
by the county treasurers and paid into the State treasury, 
subject to a commission of 1 per cent, retained by the 
county financial officers for the work of collection. The 
State annually returns to each county, for county uses, 
three-fourths of the net amount paid into the State treas- 
ury. And, in consideration of this return, the counties 
waive all claim on the Commonwealth for abatements, tax 
collectors' commissions, extraordinary expenses, uncollect- 
ible taxes, or for keeping records of judgments and mort- 
gages. 1 

The Auditor-General, the State Treasurer, and the Sec- 
retary of the Commonwealth form the State Board of 
Revenue Commissioners, whose duty it is to meet at least 
three times a year to deal with the work of valuation, 
review, and equalization of county returns. Adjustments 

blanks of taxables a provision that holders of corporate obligations shall return 
the same for taxation if no interest is paid by the corporation during the tax year. 
But the return of personal property is made near the beginning of the year, whereas 
the tax on corporate loans is not payable until the end of the year, so that diffi- 
culty arises here. And, further, the Act of 1889 makes no exception to the pro- 
hibition of returns of corporate obligations by taxables, so that there is doubt as 
to the validity of the device. At any rate, it is of no great significance. (See 
Eastman, Taxation for State Purposes in Pennsylvania, p. 155.) 

1 Mr. Eastman, in his Taxation for State Purposes in Pennsylvania, p. 162, 
explains the origin of this practice as follows: "When the entire tax was retained 
by the State, it was the practice to pay all the expenses of collection of every kind 
to the counties collecting it, to remit uncollectible taxes, and to pay the expense 
of keeping the daily record of deeds and judgments, mortgages, etc., required to 
be furnished by the recorder and prothonotary of each county to the commissioners 
thereof for use in making assessments. These charges aggregated a considerable 
sum, and the allowing of the proper credits and the arriving at the proper amounts 
to be paid the counties were matters of great labor and considerable vexation of 
spirit to the Board of Revenue Commissioners who had charge thereof. It was, 
therefore, suggested by Auditor-General Norris that, instead of going through all 
such drudgery every year, the Board should recommend that, in lieu of all such 
credits and payments to counties, a fixed proportion of the tax should be returned 
to them annually, the counties to pay therefrom all expenses of every kind con- 
nected with the tax. The suggestion was adopted by the legislature, and the Act 
of June 1, 1889, provided that one-third of the said tax should be so returned. In 
1891, when there appeared to be great danger of the passage of the ' Granger' 
Revenue Bill, then pending, it was agreed, as a sop to Cerberus, to increase the 
proportion to be returned to three-fourths, which was accordingly done. The one- 
third granted by the Act of 1889 was given in commutation of payments there- 
tofore made, but the difference between one-third and three-fourths, given by the 
Act of 1891, was a donation. It will probably be impossible for the Common- 
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made by this board are subject to appeal by any county or 
city for rehearing before the board, as well as to further 
appeal to the Court of Common Pleas of Dauphin County, 
which is constituted a special court to deal with matters 
of taxation. 

Local Taxation. 

Local revenues are derived from taxes on real estate, on 
horses, mules, and cattle over four years of age, on occu- 
pations (virtually a poll tax), and from various special 
exactions in the shape of mercantile taxes, fees, etc. The 
only taxes on personal property are those on "horses, 
mares, geldings, mules, and cattle over four years of age." 
The revenues from this source constitute but a small part 
of total local revenues. 

In the taxation of the real estate of manufacturing 
companies the legal theory is that machinery and equip- 
ment so attached as to become fixtures are taxable as 
real estate. 1 But in the practice of local officials the bulk 
of the equipment of manufacturing concerns is not so 
taxed. 2 Mercantile establishments are likewise exempt 

wealth ever to discontinue this donation, and reassume its own, no matter how 
badly it may need revenue." 

It should be added, to guard against possible false implication, that the re- 
ports of State financial officers, as well as the messages of governors of the State, 
not infrequently, from 1885 on, advocated such a move as this on the ground of 
affording necessary relief to the finances of the counties. For instance, the gov- 
ernor of the State in his message of 1885 suggested that the whole of the revenue 
from the personal property tax ' ' be paid back to the respective counties whence it 
comes, to relieve real estate in those counties"; and the Auditor-General in his 
report for 1886 recommended that the State give to the counties from one-half 
to three-fifths of the proceeds of the personal property tax, for three bold reasons,™ 
as an act of justice for exempting moneyed capital from all local taxation, to com- 
pensate for work done by county officials, and as an inducement to citizens to re- 
veal their property for taxation. 

1 Patterson v. Delaware County, 70 Pa. 381. 

2 "If it is shown that the capital of manufacturing companies is engaged 
exclusively in manufacturing, it [machinery and equipment] is usually regarded 
as exempt." (From letter of Auditor-General, commenting on this practice.) 

It is somewhat difficult to draw the line between fixed and movable machinery; 
but an illustration may give some indication of administrative practice. Boilers 
built in masonry would be considered part and parcel of the building in which they 
are placed, and would, therefore, be locally taxable as real estate; spinning and 
weaving machinery, wood and metal working machinery, would be considered 
movable, and would therefore be exempt. 
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from taxation on their equipment and stocks in trade. 
The mercantile taxes paid by such concerns are in lieu of 
other local taxes. All public and quasi-public corpora- 
tions are exempt from all local taxation upon such prop- 
erty as is essential to the exercise of their chartered privi- 
leges, but are taxable locally on such real estate and other 
taxable property as is not necessary to the exercise of 
their respective franchises. 1 

II. 

Practical Workings. 

The State Treasurer in his report for 1899 said: "After 
another year's experience and study of the revenue laws 
of the State, I am more than ever satisfied that, while 
some modifications may be advantageously made from 
time to time, the general scheme of State taxation is a good 
one, and would advise its continuance. I do not believe 
there is anything superior to our system in existence in 
any State, and, while it might be going too far to say that 
nothing better can be devised, it is certainly true that no 
one has thus far proposed anything near its equal." 

The Secretary of Internal Affairs in his report for 1904 
said: "It might be very soothing to those who are charged 
with the duty of executing the laws to commend to the 
favorable consideration of the public the returns which 
find their way, under direction of the laws of the Com- 
monwealth, to this office for publication, but, if done, it 
would be at the sacrifice of truth. 2 . . . What are the re- 
sults? The assessment of property in the Commonwealth 
at an average of less than 50 per cent, and possibly 25 
per cent, of its actual value, in the face of the mandates 

1 See, among other cases. Lehigh Coal and Navigation Co. v. Northampton 
County, 8 W. & S. 334; R.B. v. Berks County, 6 Pa. 70; Coateaville Gaa Co. v. 
County of Cheater, 97 Pa. 476; and County v. Water Co., 4 D. R. 723. 

2 These words have reference to the locally administered features of the State's 
tax system. 
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of the law requiring property to be assessed at full valu- 
ation. . . . Assessors, and often the county commissioners, 
who are parties to the undervaluation of property for tax- 
ation, complain of the laws that are passed by the Legis- 
lature on questions of taxation, when most of the in- 
equalities which exist are due to the failure on the part of 
the proper authorities to faithfully execute the laws. . . . 

"If the present laws were only faithfully executed, and 
boards of county commissioners and assessors would 
strictly obey these laws in the discharge of their duties, it 
is believed that much of the just cause for complaint against 
our system of taxation would be eliminated." 

These statements are typical of the attitude of State 
officials. Administrative defects arising out of "the 
weakness of human nature" are regarded as at once an 
explanation and an apology for the practical shortcom- 
ings of an otherwise adequate tax system. A careful re- 
view of accessible evidence in the case largely substan- 
tiates this view, and at the same time causes one to 
wonder at the unwillingness, implied in the activities and 
in the expressed opinions of those who take this attitude, 
to regard a large measure of the evil as inevitable. 

To turn first to the State-administered tax on corporate 
loans, it is to be noted that this tax is a not unimportant 
source of income, from 7 to 9 per cent, of the State's 
revenue regularly coming from this source. As is so often 
the case in the United States, the chief difficulties that 
arise in the administration of the tax are the outcome of 
interstate complications. The distinction between bonds 
and shares of stock made by the Supreme Court of the 
United States has been a fruitful breeder of obstacles to 
the effective taxation of corporate bonded debt. 

So far as concerns the taxation of capital stock or of 
shares of the same, the United States courts have uni- 
formly maintained, in line with the decision in the Dela- 
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ware Railroad tax case, that a State tax on shares of stock, 
even tho these are held by non-residents of a State, 
is a tax on the corporation, and not on the stockholder, 
and is therefore valid. In New Orleans v. Houston 1 it 
was further held that the assessment of a tax upon the 
shares of holders appearing on the books of a company, 
which the company is required to pay irrespective of any 
dividends or profits payable to the shareholder out of 
which it might repay itself, is substantially a tax upon the 
corporation itself. Capital stock, therefore,may be taxed by 
a State, regardless of the residence of the holders of shares. 

The legal status of a tax on bonded debt (or, as the 
courts would say, on the bonds which constitute it) has 
been quite different. Here it has been held that a State 
cannot tax the bonds of a corporation held by non-resi- 
dents, on the ground that bonds are debts owed by a 
corporation, the property of its creditors, and therefore 
taxable only in the State of the domicile of those creditors. 2 
In Bells Gap Railroad v. Commonwealth, 3 as distin- 
guished from the decision in New Orleans v. Houston, 
the court decided that a tax on bonds, tho paid by the 
corporation, " is a tax on the bondholder, and not on the 
corporation," in which the manner of collection was simply 
a matter of convenience. 

From a financial standpoint it is difficult to see why 
bonds should be treated differently from stocks in the 
matter of taxation. From this point of view the early 
Pennsylvania decision in Maltby v. Reading & Columbus 
Railroad Company * would seem to have the sounder basis. 
In this case the court says: "Corporate stocks are prop- 
erty here, though owned beyond our jurisdiction. . . . But 
loans are not stocks, and yet the loans and stock of a rail- 
road company resemble each other in many respects. Both 

1 119 U. S. 265. a Railroad Co. v. Pa., 15 Wall. 300. 

3 134 U. S. 239. * 52 Pa. 140. 
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are subscribed under the authority of a special law, and 
both are so far capital that they are employed for the 
same general purpose. The certificate of stock ... is mere 
paper evidence of property existing here. ... Is the bond 
. . . anything more? ... It is founded upon and derives 
its value from a mortgage, but that mortgage is here, 
and the franchises and properties which the mortgage binds 
are here within our jurisdiction. . . . Now, although loans 
and stocks are distinguishable for many purposes, yet 
the legislature created no very great solecism in treating 
loans as taxable property within our jurisdiction. . . . 
Corporate loans, though in some sense mere debts, are like 
moneys at interest, taxable as property." 

If, however, the decision of the United States Supreme 
Court in Savings Society v. Multnomah County (in which 
the constitutionality of a tax levied within a State upon 
a foreign-held mortgage, secured by real estate situated 
within that State, was upheld) should be held to apply to 
corporate forms of mortgage indebtedness as well as to 
individual mortgages, a noteworthy change would thereby 
be effected in the status of taxes on corporate capitaliza- 
tion. Such an implication, at any rate, was drawn from 
the decision by the committee of the New York legislature 
of 1899, which drafted a bill providing for the taxation of 
debts and obligations secured by mortgages of real estate 
within the State. 1 

But, leaving the Multnomah County case out of consid- 

1 The following gives the view of the committee: "Can corporate bonds and 
other mortgage debts, when owned by non-residents, be taxed by this State? The 
owners are beyond our territorial jurisdiction, and of course no personal liability 
for a tax can be imposed upon them. But the debts themselves are within our 
power if we can reach the debtor or the security. This is shown by the familiar 
practice of attaching or garnisheeing debts owed to residents of other States or 
countries in judicial proceedings. The Supreme Court of the United States has 
held that an attachment in Iowa of a debt owed by a citizen of Iowa to a citizen 
of Kansas was valid (although personal jurisdiction of the Kansas person was not 
obtained), and that payment of the debt under the order of the Iowa court was 
made binding by the Constitution of the United States upon the courts of Kansas. 
{Chicago, etc., RailwayCo. v. Sturm, 174 U. S. 710.) It is said that the situs of in- 
tangible property is at the domicile of the owner, and for some purposes the state- 
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eration, the course of the Supreme Court has not been 
entirely consistent. In Railroad Company v. Collector, 1 a 
case which arose over the Federal Revenue Law of 1864, 
taxing dividends, coupons, etc., the court held that the 
law was not invalid because under its provisions the tax 
was withheld from the dividends and interest of stock- 
holders and bondholders not residing in this country. 
The same decision was reached in United States v. Erie 
Railway Company? In this case Justice Field pointed out 
in a dissenting opinion the conflicting nature of these two 
decisions with that in United States v. Railroad Company? 
where it was held that such a tax was a tax on the creditor, 
and not on the corporation, making the tax under the law 
in question, according to the opinion arrived at in the 
case before the court, a tax on non-resident aliens. 

As matters stand, leaving the Multnomah County case 
still in doubt, the States may tax only that portion of a 
corporation's bonded debt which is held by residents. 
Under the Pennsylvania law, as laid down by the courts, 4 
the burden of proof as to the residence of its bondholders 
rests with the corporation; i.e., corporate loans in the op- 
eration of the law are assumed to be held by residents in 
the absence of proof to the contrary. As has already been 
indicated, this advantage is more than counterbalanced 
by the disadvantage under which the State is placed in 
the collection of the tax on resident holders of bonds in a 
foreign corporation, for the courts of the State have held 
that a State cannot, consistently with the Constitution 
of the United States, impose upon a foreign corporation, 

ment is correct. The rule, however, belongs to the common law, It does not 
possess constitutional authority. The legislature is competent to change it. The 
Supreme Court of the United States has sustained against non-residents a statute 
of Oregon imposing taxes on mortgages. (Savings Society v. Multnomah County, 
169 U. S. p. 421.)" Report of Joint Committee, p. 12. 

1 100 U. S. 595. 2 106 U. S. 327. 

3 17 Wall. 322. The same general doctrine is to be found in Haight v. R.R. 
Co., 6 Wall. 15, and in R.R. Co. v. Jackson, 7 Wall. 262. 

* Commonwealth v. Lehigh Valley R.R. Co., 129 Pa. 429. 
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when paying the interest on its bonds in another State, 
the duty of deducting from the interest paid out the 
amount assessed upon that portion of the bonded capital 
held by residents of the State levying the tax. 1 

It is hard to avoid the conclusion that the simplest and 
most equitable way out of present difficulties would be to 
discard the prevailing theory that the tax on bonds is a 
tax on the holders thereof, and to advert to the Connecticut 
scheme of taxing the corporation as a taxable entity on 
a property valuation, in the determining of which bonded 
debt as well as capital stock is taken into consideration. 2 
By this means, constitutional as well as practical adminis- 
trative difficulties would be avoided, and between corpora- 
tion and corporation a large measure of existing discrimi- 
nating tax exaction would disappear. The magnitude of 
the inequalities arising in this respect because of the re- 
striction of the tax on bonds to resident bondholders, as 
well as because of the regard that is paid in practice to the 
indebtedness of a company when appraising its capital 
stock, may be inferred from the following table, prepared 
by the Committee on Railroad Taxation of the Pennsyl- 
vania Tax Conference: 3 — 

BONDS AND STOCKS OF CERTAIN RAILROADS OF PENNSYLVANIA 
AND THE AMOUNT OF BONDS HELD IN PENNSYLVANIA. 



Total Bond Issue. 


Amount held in 
Pennsylvania. 


Appraised value 
of stock. 


Per cent, of rail- 
road in Penn- 
sylvania. 


(1) 


$450,000 


$116,000 


$450,000 


All 


(2) 


352,000 


63,000 


1,400,000 


All 


(3) 


72,800 


2,700 


383 


All 


(4) 


230,000 


— 


384 


All 


(5) 


240,000 


8,000 


48,000 


All 


(6) 


2,900,000 


— 


127,000 


0.50 


(7) 


2,280,000 


2,100,000 


2,900,000 


All 


(8) 


200,000 


200,000 


80,000 


All 


(9) 


1,800,000 


1,800,000 


600,000 


All 


(10) 


275,000 


— 


— 


All 


(11) 


3,400,000 


6,000 


2,000,000 


All 



1 See p. 55. 

2 See note on p. 70 for a further statement as to the financial effects of such 
a scheme, if applied to Pennsylvania. 

3 The Tax Conference of Pennsylvania Interests was an informally constituted 
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"A moment's inspection of the above table — and a great 
many more examples might have been given — will show 
that it is impossible that the system of taxing railroads in 
Pennsylvania could act equitably as between these roads. 
Take the fourth example: This is a road with $230,000 of 
bonds, not one of which is held in the State, and capital 
stock of the appraised value of $384. The State taxes on 
this road outside of the tax on gross earnings were, in 1893, 
five mills on $384, or $1.92. The eighth road does not 
differ much in its character from the fourth, and is worth 
about the same. This road has $200,000 of bonds, all 
held in the State, and $80,000 capital stock. Its State 
taxes outside of the tax on gross earnings were $1,000. 
The last road but one paid no State taxes on capital stock 
or bonds, as all of its bonds were held by non-residents, 
and its stock was worthless. The road with $2,900,000 of 
bonds, 50 per cent, of whose mileage is in the State, would 
pay nothing on bonds, and the capital stock tax on but 
$62,350. This is certainly not equitable taxation." 1 

As a further illustration may be cited the case of "a 
company which never paid a dollar of State tax upon capi- 
tal stock prior to 1895. The New York, Pennsylvania and 
Ohio Railroad Company, with a capital stock of $44,999,350 
and $129,853,080 bonded and other indebtedness outstand- 
ing, the cost of the road and equipment being $170,987,509, 
was the owner of 429.59 miles of railroad, extending from 
Salamanca, N.Y., to Dayton, Ohio, it being the connecting 
link between the east and the west of the Erie Railway 
system, and competing with the Lake Shore, Baltimore and 
Ohio, and Pennsylvania railroads. Of the total mileage, 

body of thirty members, including five men from each of the following six groups of 
interests: labor, agriculture, commerce, manufactures, transportation, and county 
commissioners (the county commissioners representing the county tax-adminis- 
trative point of view). The reports of the conference lack unity and are of varying 
value. Most of them, however, contain significant facts, and some give evidence 
of painstaking investigation and telling analysis. 

1 Report of Committee on Railroad Taxation, Tax Conference of Pennsylvania 
Interests, p. 16. 
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126.18 was within the State of Pennsylvania. As stated 
before, this company has never paid to the State a tax 
on capital stock or bonds, because it was claimed that the 
property was 'bonded' far beyond its actual value, and 
therefore the capital stock was worthless. The bonds were 
owned by non-residents of the State, and therefore not 
taxable. . . . This case is given as an example, showing 
how many corporations have heretofore escaped taxation 
by reason of a funded debt, which is capital invited by the 
stockholders with the hope that they will derive additional 
benefit from such added capital." 1 

It would take us too far afield adequately to discuss 
methods of taxing corporations on their capitalization. 
But it is surely safe to assume that from a financial stand- 
point the taxing of bonded debt to the corporation, as 
capital investment, is preferable to the taxing of individual 
portions of that indebtedness to individual holders thereof. 
The legal analogy between the mortgage indebtedness of 
individuals and the bonded indebtedness of corporations 
should not be carried over into matters of taxation. In 
the case of individuals it generally involves injustice to 
tax both property and mortgage debt, because the real 
taxable property, when the mortgage is taxed, is only the 
surplus above indebtedness. But corporate bonded debt, 
under honest capitalization, is a portion of the corporate 
capital investment. To tax indebtedness of this charac- 
ter, in addition to the capital stock, is not double taxation, 
for, under the conditions assumed, capital stock is repre- 
sentative of only a portion of the corporate property. 
A number of States, notably California, Connecticut, Illi- 
nois, and Maryland, permit individuals to deduct indebted- 
ness, but forbid the same practice on the part of corpora- 
tions. This practice is clearly in line with right theory. 
In Pennsylvania the law contemplates no deductions, 

1 Report of the Auditor-General of Pennsylvania for 1897, p. vi. 
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either in the case of individuals or of corporations. But 
in practice, in the case of the latter, as in the instances 
cited above, capital stock may be "actually valueless" 
because of an "over-bonded" condition. To take refuge 
in this situation against the payment of taxes, because of 
the supposed taxation of bonds in the hands of holders, 
is productive of a state of things that means not only in- 
equality in taxation, but loss of revenue to the State. In 
this is to be found the main ground for taxing bonded 
debt as corporate capital in preference to taxing individual 
shares of that debt, even tho in the latter case, as in 
Pennsylvania, the principle of partial stoppage at the 
source is applied. 1 



The State and Local Taxes on Personalty. 

The local taxation, of personalty is of so little importance 
in Pennsylvania that any but brief consideration of its 
workings would be out of place. The locally administered 
State tax on vehicles used for hire, and the local tax on 
horses and cattle, together constitute the last remnant of 
an earlier order of things, under which tangible personalty 
was much more widely taxed than it is at present. Under 
existing arrangements tangible personalty bears little of 
the burden of the tax on personal property. Of the total 

1 The Tax Conference of Pennsylvania Interests proposed a bill on the lines 
of the Connecticut system as a substitute for the present Pennsylvania plan. (See 
p. 90.) The Auditor-General's Department subsequently looked into the effect of 
such a move from the standpoint of revenue yield. A summary of the results of 
that investigation, so far as it applied to railroad taxation (187 railroads report- 
ing), is as follows:— 





Taxes under Present Law. 


Under con- 
ference bill. 




Year. 


On stocks. 


On Loans. 


On gross 
receipts. 


Total. 


Increase. 


1895 
1896 


$1,122,858 
1,037,490 


$470,039 
441,517 


$382,772 
339,755 


$1,975,669 
1,818,763 


$2,097,238 
1,867,229 


$121,569 
48,466 
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personalty valuation, State and local, for 1904 ($859,497,- 
792), little over 5 per cent. ($43,363,530) was made up of 
tangible personalty. Of the latter amount the bulk 
($42,747,405) consisted of the valuation of horses and 
cattle for local taxation; but, even so, "the farmer" can 
hardly be said to be "bearing the burden of the tax on 
personalty." Furthermore, the valuation is uniformly 
low, ranging from the relatively high valuations of the 
more valuable live stock of urban and suburban districts 
to the lower valuations of rural areas. 1 Evasive returns 2 
on the part of taxables and generally inaccurate valuation 
on the part of assessors, while on the one hand magnifying 
inequalities in the operation of the tax, at the same time 
in the majority of cases further reduce its absolute burden. 
In the fall of 1904 the Department of Internal Affairs sent 
a series of questions to local assessors, asking for informa- 
tion, among other things, as to the extent of evasion of 
this tax. Of the replies received, 134 reported that there 
was no evasion or no great evasion, 92 reported that 
the law was evaded all the way from 10 to 50 per cent., 
and 14 made replies that were not responsive. In com- 
menting on these returns, the Secretary of Internal Affairs 
says: "It is probably a fact that the laws throughout the 
State on this subject are poorly executed, and are quite 
generally evaded. The reports of these assessors on this 
subject are probably as favorable to the side of faithful 
execution as the facts will warrant." * Locally gathered 
evidence confirms this view. 

At the same time there is practically no disposition on 
the part of officials to favor repeal of the law. Suggestions, 
however, looking towards its amendment, in the direction 
of greater rigor of administration, are frequent. These 

1 The average valuation per animal of horses and mules over four years of age 
for the whole State in 1904 was $47, and for neat cattle over four years of age. $19. 

2 The exemption of animals under four years of age makes the law peculiarly 
susceptible of evasion. 

> Report for 1894, p. 84 B. 
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usually emphasize the desirability of altering or abolishing 
the four-year age limit. 

From the standpoint of productivity the tax is a rela- 
tively unimportant source of local revenue. In 1904, of 
a total property valuation for purposes of county and local 
taxation of $3,676,796,517, little over 1 per cent., or 
$42,747,405, was on horses and cattle. And yet even the 
relatively small revenue derived from this source, consid- 
ered in connection with the slight burden and compara- 
tive ease of administration of the tax, is in itself of suffi- 
cient significance both to account for the attitude of ad- 
ministrative officials and to afford little ground for a belief 
that the tax will very soon meet the fate of its erstwhile 
companions, — the State taxes on watches, pleasure car- 
riages, and household furniture. 

The locally administered State tax on personalty is al- 
most exclusively a tax on intangible personalty, less 
than js of 1 per cent, of the total revenue from the 
tax (1904) coming from the taxation of vehicles used for 
hire. Indeed, the latter is a tax of such small importance 
financially, and its administration has become so slipshod 
and inefficient, that both State and local officials are per- 
suaded of the desirability of its repeal. The story of care- 
less administration is almost as old as the tax itself. Going 
back only as far as 1892, however, we find that in that 
year less than $2,000 in taxes were levied on hacks, om- 
nibuses, etc. In Centre, Fulton, Snyder, and Wyoming 
Counties, for instance, the valuations of this class of prop- 
erty were respectively $50, $375, $95, and $150. The 
Secretary of Internal Affairs, commenting on this state of 
things, says, "It would be better to repeal this branch of 
tax law than to have it so poorly executed." * In 1894 
the returns of Berks, Cameron, Fulton, McKean, Potter, 
and Sullivan Counties, indicated " that they had no money 

1 Pub. Doc*., 1892, vol. iii., p. A 165. 
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whatever invested in this branch of property." 1 In 
1897 it was "undoubtedly a fact that hundreds of thou- 
sands of dollars' worth of this class of property escapes 
taxation." 2 In 1901 the Secretary of Internal Affairs 
was convinced that, "the sooner the laws authorizing the 
valuation of this property for taxation are wiped out, the 
better it will be for the integrity of the Commonwealth 
and those executing its laws." s In the replies sent by 
assessors to the Secretary of Internal Affairs in 1904, 4 
135 out of 227 reported failure to assess this class of prop- 
erty. But further comment on this score seems useless, 
for the figures of assessment themselves carry conviction 
of the fact that the tax on personal property of this de- 
scription, as at present administered, is little short of 
farcical, and that its disappearance, if not by statutory 
repeal, at least by virtue of its own ansemic condition is 
soon to be expected. 

Since 1886, the State Board of Revenue Commissioners, 
through its executive officer, the Auditor-General, has made 
one of the prime objects of its activity the careful enforcing 
of the tax on intangible personalty. Largely because of 
the constant effort to realize this aim, and despite short- 
comings that are inevitable in the administration of per- 
sonal property taxes everywhere, the tax on moneys at 
interest has for twenty years past been so important and 
so constantly expanding a source of revenue as always to 
be a sufficient justification for its own existence. Both 
by circular letters and special written communications, as 
well as by the personal investigation and advice of special 
representatives, the Auditor-General's Department has 
sought to key up the activities of county commissioners 
and local assessors to a high pitch of efficiency. Such in- 
tervention, furthermore, is not the outcome of sporadic 
or random inference as to local administrative shortcom- 

1 Pub. Docs., 1894, vol. iv. p. A 189. 2 Ibid., 1897, vol. viii. p. 66 A. 

3 Ibid., 1901, vol. x. p. B 56. * Referred to above on p. 71. 
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ings, but is based on a careful analysis of the detailed an- 
nual county returns made by county commissioners. A 
decrease in valuation is always made the occasion of 
special comment, and usually of special inquiry. In 1897, 
for instance, "the returns of the county commissioners in 
many instances showed an unusual decrease in the valu- 
ation of personal property, and in a few cases was so 
marked that we were obliged to send a competent officer 
to the derelict counties to make an examination of the 
records of the county commissioners and to ascertain 
wherein the assessors were at fault, and some queer ways 
of juggling the State out of its just revenues were dis- 
covered and exposed. 

"A new practice was begun of sending to the assessors 
of every ward, township, or borough showing a decrease, 
a circular letter containing a series of questions to be an- 
swered that would explain the shortage, and calling their 
attention to the duties of the assessors as prescribed by 
law, and the severe penalties for refusal or neglect to per- 
form the same. An example made of one or two assessors 
for neglect of duty in several diverse localities in the State 
would have a wonderfully salutary effect in securing more 
prompt and frank replies from some of these wilfully stub- 
born officials. 

"The pursual of this course increased the labor of the 
Department very much, but as a result it increased the 
valuation in two years to the sum of $52,667,812.67." 1 

Further to illustrate, in 1901 "in counties where the de- 
crease in the return of personal property aggregated a con- 
siderable sum, 307 assessors were interrogated as to the 
cause for the decrease in their districts, from whom 302 
answers were received, five having died or moved out of 
the State. In many instances satisfactory reasons for the 
decrease were given, while in others additional personal 

1 Report of Auditor-General, 1897, p. xiii. 
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property was secured through a revised and corrected re- 
turn. 

"During the year 1901 agents were sent to the county 
seats to make investigation as to the method of assessing 
and collecting the State tax on personal property. 
Through the reports of these agents it appears that con- 
siderable carelessness and indifference exist on the part of 
a number of assessors. In many instances it was found 
that the assessor did not compare the return made by the 
taxable with the record of judgments and mortgages en- 
tered in the commissioners' office as required, vast sums 
of personal property thus escaping taxation. The county 
commissioners should exercise the authority vested in 
them by the Acts of 1889 and 1891, adding such judgments 
and mortgages, whereby a very material increase of the 
return of such property could be secured." x 

As indicated here, the administrative deficiencies of the 
personal property tax are in large measure to be laid at 
the door of the local assessors. In the first place the law a 
requires that blanks for the listing of personal property 
shall be furnished all citizens, whether the assessor may 
believe that such persons have personal property or not. 
The usual practice of assessors, however, is that of fur- 
nishing blanks only to persons who are thought to have 
personal property to return. 3 The result is that some 
possessors of taxable personalty are relieved of the neces- 
sity of making a return. In significant instances, too, in 
the case of persons to whom blanks are distributed, no 
further effort is made to enforce the making of returns. 
For instance, there recently came to my notice the case of 
a Philadelphian of means, the custodian also of certain 
trust funds, who, on moving into an adjoining suburban 
county and on being furnished with the usual blanks, 

1 Report of Awlitor^GeneTal, 1901, p. v. 

» Act of June 1, 1889, sect. 2. 

3 See Report of Auditor-General, 1894. 
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made returns of taxable personalty in his possession. On 
delivering these returns to the assessor, he asked that 
official what would have happened, had no return been 
made and the listing blank destroyed. The assessor re- 
plied that he would have done nothing. There is little 
reason to doubt that this is a not uncommon attitude on 
the part of assessors. Further than this, there is practi- 
cally no disposition to question the accuracy or truthful- 
ness of returns of personalty. 1 For instance, in Mont- 
gomery County, where there are over 43,000 taxable per- 
sons, according to the testimony of a county official ex- 
perienced in such matters, the number of cases per year 
in which valuations are raised by doomage could be 
counted on the fingers of two hands. And in such cases 
it is significant to note that the additional valuation of 
50 per cent, is almost invariably paid without a murmur. 
Investments of money in mortgages on Pennsylvania real 
estate are quite regularly returned for taxation because of 
the administrative arrangement, 2 which makes their as- 
sessment, except under conditions of grossest carelessness, 
practically unavoidable. Among those conversant with 
Pennsylvania tax administration there is no suspicion that 
mortgages on Pennsylvania real estate are even infre- 
quently recorded in the names of fictitious non-resident 
mortgagees. 3 But in the case of resident holdings of for- 
eign securities the assessment of such personalty is the 
exception rather than the rule. 
In this connection much more might be accomplished 

'In Pennsylvania there is nothing approximating, for instance, the "zealous 
and faithful performance of duty" of the Boston Dooming Board. See Report of 
Massachusetts Tax Commotion of 1897, pp. 60, 61. 

2 See p. 56. 

3 The Wisconsin Tax Commission of 1898, in its special report, p. 112, comments 
on such a practice in Wisconsin: "Persons well informed upon the subject state 
that as much as 90 per cent, of the mortgages in Milwaukee County are recorded 
in the names of non-residents. In localities where assessors do not usually ex- 
amine mortgage records for purposes of assessment, the practice mentioned does 
not prevail to any great extent." 
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if assessors would make use of all available sources of in- 
formation in discovering individual holdings of taxable 
personalty. One such source, and a fruitful one, to which 
recourse is apparently never made, might well be the ac- 
counts filed in settlement of estates in the orphans' court. 
A county official who has had years of experience both in 
the county commissioners' office and in the office of the 
register of wills, recently said in an interview that he 
could by this means, at small expense to the county, annually 
add thousands of dollars to the tax receipts of the State. 
The State law contemplates the use of all such sources of 
information; but, inasmuch as the law is not explicit in 
this connection, no inquiry of this nature is made. 

Figures indicating the extent to which intangible per- 
sonalty escapes taxation in Pennsylvania will be given 
later. 1 Enough has been said here to emphasize the point 
that laxness of administration is in part at least respon- 
sible for the existing lack of uniformity and of universality 
in assessment. 

From the standpoint of productivity the State tax on 
personalty is quite significant. From a valuation for tax- 
ation of $145,286,762 in 1885, the year before existing ad- 
ministrative arrangements went into effect, the amount 
gradually rose to its highest point of $848,054,189 in 1902. 
In 1903, for the first time in the working of the law of 1885 
with its later amendments, there was a decline in valuation 
to $847,071,050, and in 1904 a further decline to $816,750,- 
387, "properly chargeable to the reckless and careless 
manner in which the work of assessment of this class of 
property is carried on." 2 But these reductions of valua- 
tion are probably not symptomatic of any permanent ten- 
dency. A periodical spasm of activity on the part of the 
Auditor-General's department is likely at any time to 

1 See p. 83 et seq. 

2 Report of Secretary of Internal Affairs, 1904, p. B 6. 
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stimulate local officials to more effective endeavor. 
At any rate, compared with other important sources of 
State revenue, the showing made by the personal property 
tax is far from unfavorable. The following table will il- 
lustrate this point: — 



Period. 1 


Total receipts 
of State. 


Receipts from 

State tax on 

loans. 


Percentage of 
total State re- 
ceipts from tax 
on loans. 


Receipts from 
State tax on 
capital stock 

of corporations. 


1885 . . 
1886-90 . . . 
1891-95 . . . 
1896-1900 . . 

1901-05 . . . 


88,179,714 
41,722,228 
61,912,466 
72,309,476 
105,333,592 


$553,323 

1,520,9652 

5,662,162 

6,308,011 

7,663,981 


6.63 
3.62 2 
9.08 

8.72 
7.28 


$1,019,691 
5,047,968 
15,174,540 
20,490,443 
32,204,597 



Period. 1 


Percentage of total 

State receipts from 

State tax on capital 

stock. 


Receipts from State 
tax on personalty. 


Percentage of total 
State receipts from 
State tax on per- 
sonalty. 


1885 . . 
1886-90 . . . 
1891-95 . . . 
1896-1900 . . 
1901-05 . . . 


12.46 
12.10 
24.51 
28.33 
30.57 


$620,971 

4,125,611 

12,339,244 

12,835,977 

15,945,351 


7.59 

9.89 

19.93 

17.75 

15.14 



Extended comment on these results is not necessary, as 
they are virtually self-explanatory. Compared with the 
State-administered tax on bonds, the locally administered 
State tax on personal property has not only regularly been 
the more significant from the standpoint of yield, but it 
has maintained its relative position of greater importance. 
Compared with the State tax on the capital stock of cor- 
porations, the results are not so favorable. This is the 
banner tax of Pennsylvania's system, and its measurably 
automatic adjustment to the growth of corporate wealth 

1 The figures are aggregates for five-year periods, except for the single year 
1885, the year before existing administrative arrangements for the personal prop- 
erty tax went into effect. Figures are compiled from reports of State Treasurer 
and Auditor-General. 

2 During this period considerable sums were withheld by corporations, await- 
ing the outcome of important litigation bearing on the constitutionality of the 
State tax on loans. 
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guarantees a steady increase of revenue from taxation that 
is not to be expected of tax practice which leaves the list- 
ing of property to the initiative of tax-payers or to the 
guesswork of assessors. 

The expense of collecting the tax on personalty has al- 
ways been slight. In 1895, for instance, the cost was i 
of 1 per cent, compared with 8-jV P er cent, for the 
collection of all licenses, 4-j T T per cent, for the collateral in- 
heritance tax, and lyo" per cent, for the tax on corporate 
loans. In 1896 the cost was but -jf 7 of 1 per cent, com- 
pared with 9i% per cent, for all licenses, 5y% per cent, for 
the collateral inheritance tax, and -nr of 1 per cent, for the 
tax on corporate loans. 1 

Equally significant with the last table should be a com- 
parison of the rates of increase, for the State as a whole, 
in the number of taxable persons and in the valuations 
respectively of real estate and of personal property. Both 
real estate and personalty, it will be recalled, are valued 
by local assessors, so that from an administrative stand- 
point the comparison is eminently fair. The percentage 
figures in each case represent the percentage of increase in 
valuation for the year in question over the valuation for 
an annual period three years earlier. The figures are given 
for every third year merely for the sake of brevity. Noth- 
ing of significance in the result is lost thereby. 







Percent- 




Percent- 




Percent- 




Number 


age of in- 


Valuation of 


age of in- 


Valuation of 


age of in- 


Year. 


of tax- 


crease 


taxable real 


crease 


personalty 


crease 




ables. 


over pre- 


estate. 


over pre- 
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1 Report of Auditor-General, 1897. 
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Aside from the exceptional increase in the valuation of 
personal property for the years immediately following the 
passage of the new law of 1885, these figures reveal little 
that can be made the subject of conclusive or significant 
comment. There are manifest, to be sure, evidences of 
the customary carelessness and usual vagaries of tax ad- 
ministration. But, further than this, the results are sur- 
prising, in that there is nothing that would indicate any 
progressive failure to keep pace with the growth of per- 
sonalty that is not likewise to be noted in the case of realty. 
In fact, taking the increase for the whole period from 1888 
to 1903, which is 53.70 per cent, in number of taxables, 
62.26 per cent, in valuation of real estate, and 97.10 per 
cent, in the valuation of personal property, if failure to 
respond to actual increase in property values is to be im- 
puted anywhere, it is probably not in its most aggravated 
form in the case of the personalty tax. 

The experience of Pennsylvania during the past twenty 
years seems to be unique in this respect. In Wisconsin, 
for instance, during the twenty-year period from 1877 to 
1897, the aggregate assessed valuation of real estate in- 
creased 89.50 per cent., while the valuation of personal 
property increased only 40.50 per cent. 1 In California, a 
State in which "the statute depicts a general property tax 
which conforms very closely to the ideal for that sort of 
tax," during the seventeen years from 1880 to 1896 the 
increase in the assessed valuation of real estate was 125 
per cent., while the valuation of personal property increased 
only 8 per cent. 2 To be sure, the exploiting of new lands 
in these two States has been much more rapid during re- 
cent years than in Pennsylvania, and the increase in land 
values has in consequence been very rapid; but results 
similar in character, if not in degree, characterize the ex- 

1 Report of Wisconsin Tax Commission, of 1898, p. 109. 

2 Plehn, The General Property Tax in California. 
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perience of the older States in the attempt to tax personal 
property. 1 

Pennsylvania practice in the assessment of real estate 
is probably as far from ideal as it is in the assessment of 
personalty. The investigations of the Tax Conference of 
Pennsylvania Interests, the annual reports of the Secre- 
tary of Internal Affairs, and the observations of well-in- 
formed persons not officially connected, all go to show that 
valuations of real estate by Pennsylvania assessors are no- 
toriously low and lacking in uniformity. It is probably 
not far from the truth to say that the assessment of realty 
in the Commonwealth averages less than 60 per cent, of 
the actual value. According to the results of an investiga- 
tion by the Pennsylvania Tax Conference, variations have 
ranged all the way from an average assessment of 17 per 
cent, of actual value in the case of Luzerne County, to 100 
per cent, in the cases of Berks, Chester, and Perry Coun- 
ties. The average variation, however, is from 50 to 80 per 
cent. From this practice no harm results between county 
and county, but it does lead to disparity of tax burden 
between different districts in the same county, and also 
seriously interferes with the endeavor to raise assessments 
in response to actual growth in realty values. 

For purposes of statistical illustration of the extent of 
local variations in the assessment of personalty, figures of 
realty assessments are ordinarily regarded as supplying 
a satisfactory basis of comparison. But here, again, the 
local variations in real estate valuation destroy the ac- 
curacy and minimize the significance of such comparisons. 
At the same time, by making certain qualifications, com- 
parisons of this sort have some value, in that they give at 
least an approximate idea of the results of present prac- 
tice. In 1904, for the State as a whole, the valuation of 
personal property (assessed for both State and local pur- 

1 See, for instance, Seligman's Eaaaya in Taxation, pp. 27, 28. 
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poses) was 24.73 per cent, of the valuation of real estate. 
For Allegheny County, in which are situated the large 
cities of Pittsburg and Allegheny, the percentage was 
21.07; for Philadelphia, 33.45 per cent.; for the suburban 
counties of Delaware and Montgomery, 19.23 and 29.37 
per cent, respectively; for the largely agricultural coun- 
ties of Bucks, Columbia, Juniata, Lancaster, and Lebanon, 
33.34, 17.28, 15.87, 26.69, and 15.31 per cent, respectively; 
and for the anthracite coal mining counties of Lacka- 
wanna, Luzerne, and Schuylkill, 20.81, 11.68, and 12.08 
per cent, respectively. 

Within each of these groups of counties, possessing the 
characteristics respectively of urban, suburban, agricult- 
ural, and mining communities, one would naturally expect, 
under conditions of ideal tax administration, approximate 
identity in the proportion of personal property to real es- 
tate subject to assessment. The fact that there is not such 
identity is not to be attributed to the crowding of per- 
sonal property into certain districts for reasons connected 
with the law itself or with its administration, as in Massa- 
chusetts. 1 In Pennsylvania, as already indicated, intangi- 
ble personality is taxed at a uniform rate throughout the 
State; and, as for the changing of domicile on the part of 
wealthy persons as the result of an understanding with 
assessors as to the amount for which they shall be taxed, 
there is no occasion for such a roundabout method of eva- 
sion in Pennsylvania. Variations are to be attributed in 
some degree to differences in the actual as well as in the 
assessed value of real estate on the one hand, as well as to 
differences in actual holdings of personalty on the other; 
but the chief reason is, doubtless, to be found in the vary- 
ing degrees with which official carelessness characterizes 
the administration of the law in different localities. 

In commenting on the extent to which taxes on per- 

1 Report of Massachusetts Tax Commission of 1897, p. 65. 
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sonalty are evaded, it is quite usual to make comparisons 
of the experience of different States, showing the ratio of 
personalty to realty subject to taxation in each instance. 
For instance, in the annual report of the Comptroller of 
New York for 1898 ' there are figures showing that "in 
New Jersey the ratio of personal property to realty, pay- 
ing taxes, is 17.4 per cent.; in Illinois, it is 17 per cent.; 
in Indiana, 26 per cent.; in Massachusetts, 22.7 per cent.; 
in Pennsylvania, 20.8 per cent.; and in Ohio, which has the 
most stringent tax-listing system in the country, it is 30 
per cent." The conclusion usually drawn from figures 
such as these is that a higher ratio of personalty to realty 
in the case of one State than in another is an index of 
greater efficiency in the taxation of personalty in the one 
case than in the other. As a matter of fact, no such in- 
ference can safely be drawn. To give a single significant 
illustration : In Massachusetts, real estate valuations, owing 
to falling land values (1897) , 2 have, as a rule, been high, and 
in Pennsylvania, as we have seen, valuations have been 
low. In Massachusetts most of the important forms of 
tangible personalty are taxed, so that a very large pro- 
portion of the personal property tax comes from this 
source, whereas in Pennsylvania most forms of tangible 
personalty are exempted from taxation, with the result 
that the bulk of the personalty tax revenues come from 
the taxation of intangible personal property. For these 
as well as for other reasons, conclusions drawn from ratios 
like the above, in which the bases of comparison are so 
diverse, obviously possess little value for comparative 
purposes. 

But, further, even with reference only to Pennsylvania, 
figures of this sort signify little. To say that the ratio of 
personalty to realty in Pennsylvania, paying taxes, is 20 
per cent., gives little or no idea of the extent of tax eva- 

1 Page xvi. 

2 Report of Massachusetts Tax Commission of 1897, p. 30 et seq. 
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sion. Indeed, when it is borne in mind that investments 
in the shares of domestic corporations are taxed to the cor- 
poration, that the equipment of manufacturing companies 
is by design practically exempt from taxation, that mer- 
cantile establishments are not taxed on their stocks in 
trade, but pay license fees, and that most other forms of 
tangible personalty are not taxable, a 20 per cent, ratio, 
in lack of evidence to the contrary, may or may not mean 
tax evasion. But evidence of a conclusive nature is not 
wanting. The testimony of officials and tax-payers, the 
estimates of investigating commissions, and the more 
special results of personal investigation in given localities, 
all go to confirm the oft-reiterated characterization of the 
personal property tax as incomplete, uncertain, and dis- 
proportional to means as between individuals. To pro- 
duce here more than a few significant facts from the mass 
of evidence bearing on the subject would be superfluous. 
A few items of testimony, indicative of the extent and 
effects of evasion, will serve illustrative purposes. 

The Tax Conference of Pennsylvania Interests, 1 as the 
result of computations, which were as careful as condi- 
tions made possible, estimated that the personal property 
in Pennsylvania properly returnable for taxation under 
the personal property tax laws amounted to $1,004,263,- 
739, of which in 1895 personal property to the value of 
about $770,000,000 was actually returned for both State 
and county taxes. This estimate of the conference report 
of property properly returnable, it may be added, was prob- 
ably too low. 

More suggestive, if less comprehensive, conclusions may 
be drawn from a comparison of the accounts filed in settle- 
ment of the estates of deceased persons with the almost 
contemporaneous personalty assessments of those individ- 
uals, as recorded in the office of the county commission- 

1 Report on Valuation, Taxation, and Exemption in Penneylvania, p. 21. 
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ers. For present purposes the seven largest estates in proc- 
ess of administration during a recent term (1906) of the 
orphans' court of Montgomery County have been chosen. 
The other estates in process of adjudication at this term 
of court were either too small to warrant consideration or 
were not readily separable into their respective realty 
and personalty elements. Seven estates furnish no very 
broad basis of observation; but, even so, there is little 
reason to doubt that the results are sufficiently typical to 
be of qualitative significance. The aggregate appraised 
value of personal property inventoried in these estates was 
$25,318,696. The assessed taxable value of this personal 
property during the lifetime of its owners aggregated 
$92,900, or less than f of 1 per cent, of the amount reported 
by the appraisers after death, when the strong boxes were 
taken from the safe deposit vaults. 1 

To be sure, this is an instance of evasion so extreme as 
to lead one to consider it altogether exceptional. And 
perhaps it is unusual, but probably no more so than are 
the very large individual holdings of personalty in the 
cases of which evasion of this sort is most noticeable. In 
the present instance, at least, the explanation is to be 
found in the fact that the two largest estates (with actual 
personal property holdings aggregating $25,192,881, but 
assessed for taxation at only $52,900) were made up al- 
most entirely of investments in corporate securities, the 
discovering of which for purposes of taxation is an almost 
impossible task. Of course, no inconsiderable part of 
these securities were exempt from taxation because already 
directly taxed to Pennsylvania corporations. But the 
volume of foreign securities properly returnable for tax- 
ation under the law was still large, and the bulk escaped 

1 In strange contrast with the state of things suggested by these figures is the 
practice of some excessively honest or excessively ignorant people, who persist in 
including in their returns of property to local assessors obligations the tax on 
which is paid by corporation treasurers. 
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assessment. In the case of the five smaller estates (with 
personal property aggregating $125,815, and assessed at 
$40,000) the investments were to a large extent in real 
estate mortgages and other similar evidences of indebted- 
ness which had become matters of record, with the result 
that a fair proportion were subjected to taxation. 

This example of wholesale evasion and of ridiculous dis- 
parity in assessment, although exceptional in its thorough- 
going character, is still typical of a state of things of which 
numerous further illustrations might easily be supplied. 1 
In Pennsylvania, as elsewhere, lack of uniformity, lack of 
universality, and regressivity characterize the administra- 
tion of the tax on personal property. 

The question as to who bears the burden of the tax on 
personalty is susceptible of at least an approximate an- 
swer. The local tax on horses and cattle, in so far as it is 
not evaded, is of course in the first instance paid mainly 
by the farmer, with but small probability that the burden 
is shifted to the consumer of farm produce. At any rate, 
the tax is relatively unimportant. Of the State tax 

1 The following table supplies a further rough illustration : — 
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East Greenville .... 

Salford 

Upper Dublin 


2,319 
342 
724 
451 
216 
661 


$1,286,405 
163,970 
136,935 
84,950 
104,100 
258,900 


$555 
479 
189 
188 
482 
392 



These townships are all in Montgomery County. Cheltenham borders on 
Philadelphia, and is a suburb in which are situated the homes of many of Philadel- 
phia's wealthiest business and professional men. The per capita wealth is undoubt- 
edly very high. The remaining townships are very different from Cheltenham in 
most respects, but very much resemble one another. They are different sections 
of a fertile agricultural region, the population of which is mainly of steady, frugal, 
German stock, among whom poverty is unusual and average comfort high, but 
among whom, at the same time, the per capita surplus wealth is unquestionably 
only a small portion of the per capita wealth of Cheltenham township. 
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on vehicles for hire, even less need be said, as the burden 
is a practically negligible one. In the case of the more 
important tax on intangible personalty, however, the ques- 
tion of incidence surely does not lack significance. It is 
to be regretted that it is not possible to separate assessed 
personalty into its constituent elements of mortgages, 
judgment notes, foreign corporate securities, etc. The 
county "assess books" make no attempt to distinguish 
what is the nature of the "moneys at interest" assessed. 
For this reason no accurate figures can be given indicating 
the relative proportions of foreign corporate securities and 
of locally recorded evidences of debt subject to assessment. 
There is sufficient testimony of a reliable but less definite 
nature, however, to leave little room for doubt that cor- 
porate securities make up much the smaller portion of the 
intangible personalty assessed. It is only at the hands of 
that very rare person, the over-conscientious individual 
tax-payer, and at the hands of trust companies, that in- 
vestments in foreign securities find their way to the assess- 
ment list. Mortgages, judgment notes, etc., being matters 
of record, are much more regularly returned for assess- 
ment. As investments in mortgages are made, as a rule, 
by those seeking relatively safe and permanent forms of 
investment, — i.e., mainly by trust companies and the 
smaller individual investor of conservative temperament, — 
it is not difficult to make the rough but approximately 
safe generalization that, in the first instance, the tax on 
intangible personalty is paid by small investors and by 
trust companies and savings institutions. Significant 
tho scanty statistical evidence tends to bear out this 
conclusion, at least so far as trust companies are concerned. 
In the county of Allegheny, according to official testimony, 
about one-half of the State tax on personalty is paid by 
trust companies. In Philadelphia the aggregate valuation 
of personal property taxable for State purposes in 1904 in 
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the forty-two wards of the city was $386,456,305.95. Of 
this sum $252,974,631.29, or 65.50 per cent., was assessed 
in the five wards in which most of the city's trust and sav- 
ings institutions are concentrated. In Norristown, a man- 
ufacturing town of some 25,000 population that is rapidly 
taking on suburban characteristics, 33 per cent, of the total 
personalty assessment of the town was listed against the 
three local trust companies (1904) ; and Norristown trust 
funds are not uncommonly administered by Philadelphia 
trust companies. 

As regards shifting, it is probable that such small taxes 
as are occasionally paid by individuals on corporate secu- 
rities are not shifted. The price of securities is determined 
without reference to the scant possibility of assessment for 
taxation. Securities of the same solidity and income- 
yielding power are sold side by side at prices determined 
without reference to the question whether they are prop- 
erly taxable or not. This does not hold true, however, of 
mortgages and similar individual investments that are 
matters of official record. An examination of the rates of 
interest on mortgages during recent decades reveals the 
common practice of charging interest at the rates of 4-j 9 q 
per cent., 5 T 4 o per cent., or 5jq per cent., as the case may 
be. The additional yV of 1 per cent, above the normal 
interest rate is evidence of the common practice of shift- 
ing the burden of the mortgage tax to the borrower. At 
present, interest rates have dropped so far that the flat 
rates of 4J per cent., 5 per cent., or 5J per cent., cover the 
total exaction, the amount of the tax being no less truly 
included than under the earlier practice. 

The Pennsylvania farmer is wont to look with favor on 
the tax on personal property as in a measure an offset to 
the really burdensome county and local realty taxes to 
which he is subjected. His main objection to the personal 
property tax is that as a State imposition the tax rate is 
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only four mills, whereas the realty taxes average in the 
neighborhood of seventeen mills. 1 His remedy for the ap- 
parent existing disparity would be to put intangible per- 
sonalty on the same footing with realty for purposes of 
taxation. If, however, our earlier analysis is approxi- 
mately correct, it is at least open to doubt that any relief 
would result from such a change. The incentive to con- 
cealment of holdings of foreign corporate securities would 
thereby be increased, so that perhaps even less of this form 
of personal property would then be reached than under 
present arrangements. On the other hand, the burden on 
mortgages and similar forms of indebtedness would thereby 
be very much increased; and this means, as we have seen, 
a still heavier burden on the owner of mortgaged realty. 
Hard as it may be for the farmer to accept such a view, it 
is still probably the fact that the complete abolition of the 
tax on personal property, coupled with certain reforms in 
other directions, 2 would be of distinct advantage to the 
holders of realty as a class, but more especially, of course, 
to those who borrow on real estate security. 

Briefly to summarize: — 

The taxes on personal property in Pennsylvania are 
among the less important features of Pennsylvania's tax 
system, of which the State tax on the capital stock of cor- 
porations and the local tax on real estate make up the most 
important single elements. The tax on capital stock, to- 
gether with the tax on bonds, reaches most of what might 
otherwise, under a more primitive tax system, be taxable 
as personal property in the hands of individuals. The 

1 The following is typical of this view: " Under our system the farmers of 
Pennsylvania are being grossly discriminated against and driven out of business, 
as shown by the census report of 1900, there being a decrease in the rural population 
in twenty-two counties of over a hundred thousand in the last decade. And, as an 
illustration of how this system works, take two men: the one investing $5,000 in 
a farm is taxed from $60 to $90, while the other, investing $5,000 in bonds and 
mortgages, is taxed $20, making a gross discrimination of from $40 to $70 between 
the two citizens." Statement of Hon. W. T. Creasy in Report of National Con- 
ference on Taxation of the National Civic Federation, p. 143. 

2 See p. 92. 
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State tax on personal property is a device the main pur- 
pose of which is to reach such intangible personalty as 
cannot be taxed by the more effective means. The method 
is that of local assessment under close State supervision, 
with severe penalties, at a uniform rate. The results from 
a fiscal standpoint are significant, but, owing to over-care- 
less and negligent local administration, as well as to other 
causes that are inevitable in the taxation of personal prop- 
erty, the net effect of the tax is far from satisfactory. 
Facility of evasion and lack of uniformity are much in 
evidence in the operation of the tax. Commonly regarded 
as an imposition which to a degree balances and relieves 
the tax burden of the owner of real estate, it would seem 
at least doubtful whether such a result is realized. It 
seems more probable that by falling largely on mortgages 
and on the holdings of savings and trust institutions the 
tax is really a burden on the "widow and orphan," and on 
the borrower of funds on real estate security, rather than 
on the surplus investments of the well-to-do. 

As regards change of method in dealing with the taxa- 
tion of personalty, two alternatives are open, — either to 
make of the personalty tax a county and local tax or to 
abolish the tax in toto. The former is the plan recom- 
mended by the Pennsylvania Tax Conference in a bill, 
drafted some eleven years ago, which embodies a well- 
related and quite comprehensive series of suggestions for 
the reform of Pennsylvania's tax system. 

The aim of the reforms there proposed was the bringing 
about of greater uniformity in the tax system of the State 
by completely divorcing State and local tax administra- 
tive arrangements. Involved in this change was the turn- 
ing over to the counties of a variety of exactions, the 
revenues from which had previously gone to the State; 
namely, various mercantile taxes and license fees on the 
net receipts of brokers, on receipts from county business, 
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such as the recording of deeds, the probating of wills, etc., 
on the fees of county officers, on circuses, theatres, restau- 
rants, etc., and on personal property. There was also in- 
volved a reform of the State corporation tax, by which the 
Connecticut method of taxing corporations on the basis of 
a property valuation, determined by combining capital 
stock and bonded debt values, was to be substituted for 
the existing method of separately taxing capital stock, 
bonds, and gross receipts. As a whole, the changes recom- 
mended by the conference were undoubtedly in the right 
direction. The adoption of the Connecticut method of 
taxing corporations would have circumvented many of the 
legal-administrative difficulties that now arise in the tax- 
ation of bonds, and would at the same time have sub- 
stituted a single, simple tax for a more complex, triplicate 
exaction. And the turning over by the State to the coun- 
ties of the various other taxes and fees mentioned above 
would have resulted in substituting direct for roundabout 
methods of administration. In the view of the Auditor- 
General, who was in office at the time, the adoption of the 
plan would at the same time have resulted in a more careful 
administration of the local finances. He said : "If the local 
communities will pay their own judges and support their 
own schools, insane and charitable institutions, it will 
require very little revenue to support the State govern- 
ment, and the large balances in deposit in banks would be 
speedily eliminated from the political discussions of the 
day. 

"Do away with the vicious system of legislation and 
State housekeeping that pauperizes communities and re- 
lieves them of the responsibility of their own acts, and ill- 
considered expenditures, extravagance, and corruption 
alleged to exist among many of the local authorities would 
be blotted out of existence; individuals directly liable 
through taxation for excessive expenditures would look 
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more closely into them and hold their officers to a stricter 
accountability, for this liberal bounty of $10,300,000 dis- 
tributed annually by the State has made many officials 
very careless in the discharge of their public duties, and 
less exacting in spending moneys not contributed by their 
constituents. 

"The remedy is very simple, and no suggestion is needed 
but to urge prompt action by the next legislature." * 

So far at least as the tax on intangible personalty is 
concerned, it is very questionable whether complete local 
administration would so stimulate local self-interest as to 
result in greater efficiency of administration, especially in 
the lack of State supervision rendered more urgent by a 
financial interest in the tax on the part of the State. But 
this question is at least an open one. 

The Tax Conference Bill was not passed by the legisla- 
ture. A careful statistical investigation by the Auditor- 
General's Department revealed the fact that the adoption 
of the measure would result in a revenue loss to the State 
of some $2,270,000, $3,432,000, and $3,992,000 in the first 
three years respectively of the operation of the proposed 
law. In view of the fact that the State was at this time 
annually paying over to the counties for educational, char- 
itable, and other purposes much in excess of these sums, 
and in view of the further fact that one of the purposes of 
the proposed law was to increase direct local revenues at 
the expense of the State, so as to diminish the degree of 
local dependence on State financial aid, the logic of the 
failure of the legislature to act in the matter, merely be- 
cause of the result of the Auditor-General's investigation, 
is little short of inscrutable. Other reasons, no indication 
of which is to be found in official reports, must have in- 
fluenced this result. 

According to the conference plan for the taxation of 

1 Report of Auditor-General, 1897, p. xxii. 
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personalty, the new local levy was to be made at the ex- 
isting uniform State rate of 4 per cent. It would be 
equally possible to place personal property on the same 
footing with real estate, so far as concerns the rate of levy; 
but the conference method is, perhaps, the less objection- 
able of the two. Under either scheme there would prob- 
ably be lost that close attention to details of administra- 
tion at present furnished by State administration under 
the incentive of direct financial interest. As already 
hinted, it is more than doubtful that local pride and local 
self-interest would compensate for this loss. And under 
the plan of varying local and county rates not only would 
the burden of the tax be increased where that burden would 
best be reduced, but confusion worse confounded would be 
added to the complexities of the existing administration. 
Indeed, little could be hoped for from either change. 
Where other States have tried and have so uniformly 
failed, more is surely not to be expected of Pennsylvania. 
Massachusetts, with an unusually painstaking adminis- 
tration, has been able to accomplish little under an ar- 
rangement of this sort, and Pennsylvania's tax adminis- 
tration has surely been somewhat short of painstaking. 

The remaining alternative is the abolition of the tax on 
personal property. The most important considerations 
that are usually advanced against such a move are (1) 
that the tax on personalty is at least a partial offset to the 
burdensome taxes on realty, (2) that the loss of revenue 
involved in such a change would be seriously felt, and (3) 
that the taxation of national banks, as at present prac- 
tised, would be made impossible. As for the first consid- 
eration, we have seen that the personalty tax does little, 
if anything, to relieve the tax burden of the real estate 
owner. The local tax burden on realty is indeed heavy, 
but the way out of the difficulty is not through the taxa- 
tion of personalty, but, among other things, through 
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changes in the direction of increasing local revenues by 
the heavier taxation (either through State or local agen- 
cies) of manufacturing and mercantile establishments. 

The loss annually of a revenue of some three million 
dollars, in spite of present surpluses, is at first sight a mat- 
ter of serious concern. But entirely adequate and more 
equitable substitutes might readily be found. Additional 
revenues might well be drawn from the taxation of the cap- 
ital stock of manufacturing corporations, 1 as well as from 
the heavier taxation of other corporations. And, in addi- 
tion, large income might be derived from the more ex- 
tended taxation of inheritances. In consequence of the 
abolition of the direct tax on personal property, as ex- 
Comptroller Roberts has said with reference to the State 
of New York, "personal property could well afford, and I 
believe would be willing, to pay a tax upon the decease 
of the owner, which would, in a measure, compensate for 
the relief from taxation granted during the life of the 
owner. The disposition to evade the payment of an in- 
heritance tax, which is so often adverted to by the press, 
is almost entirely created, not by the desire to evade the 
amount of that tax, but by the fear that it will subject 
the estate to a large local direct tax on personal property." 2 

The third consideration against the abolition of the 
personal property tax is of a legal nature. National banks 
as well as other banks in Pennsylvania are taxed by the 
State on the value of their shares. The opinion seems to 
prevail that the State cannot remove the tax on moneys 
at interest without losing the tax on national banks, for 
the reason that such removal would disturb that uniformity 
in the rate of taxation prescribed by the National Banking 
Act of June 3, 1864. 3 It is not for an amateur on legal 

1 See Reports of Auditor-Oeneral of Pennsylvania for 1891, p. iii, and for 1902, 
p. vi. 

2 Annual Report of the Comptroller of the State of New York, p. xix. 

3 Revised Statutes of the United States, p. 1015. 
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and constitutional questions to suggest a way out of so 
complicated a question of practice; but, even as matters 
stand at present, many banks have refused to pay the 
tax because of existing exemptions on many classes of 
property, and have been brought to a realization of the 
error of their way. Wholly to abandon the direct taxa- 
tion of personal property might, however, operate differ- 
ently in this respect. At any rate there remains the pos- 
sibility of a satisfactory alternative method of bank taxa- 
tion. 

All things considered, if double taxation is to be avoided, 
if more practicable and more direct methods of adminis- 
tration are to be followed, and if a nearer approach to jus- 
tice and uniformity in taxation is to be made, it is hard 
to avoid the conclusion that a step in the right direction 
would be taken in the abolition of the tax on personalty. 
It is true that the tax operates in such a way as to arouse 
practically no public outcry; but this is merely evidence 
of easy-going adaptation to easy-going administration. 
In Pennsylvania, no less than in Massachusetts and in 
other States, "the taxation of this form of property is in 
high degree uncertain, irregular, and unsatisfactory. It 
rests mainly on guess-work : it is blind, and therefore un- 
equal. Here is its greatest evil, though not its only evil. 
It is hap-hazard in its practical working, and hence de- 
moralizing ahke to tax-payers and tax officials." l 

Roswell C. McCeea. 
Bowdoin College. 

1 Report of Massachusetts Tax Commission of 1897, p. 59. 



